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9 Т is not my intention to deal with the figures submitted 1п 

the annual statement. These have already been dealt with in 
detail by our Assistant General Manager, Mr. Anderson. He 
is not only intimately conversant with every branch of the 
Company’s affairs, but has a well earned reputation in general 
insurance circles for clearness of judgment and a wide knowledge 
of the business. _ 


When I last addressed you, I alluded to many of the prob- 
lems that confronted the life companies. The period of appease- 
ment had ended and the war was upon us, with its trail of tragedy, 
horror and fear. Notwithstanding the success of Germany in 
overrunning Poland in a brief three weeks, we faced the future 
with comparative complacency, and with confidence that was 
almost buoyant. After all, was not Poland a third-rate power, 
and had not France the greatest army in the world and Britain 
the greatest navy, and did not the Maginot Line offer security 
behind which we could prepare in leisure and safety? Time and 
the Almighty were on our side. I wonder if any of you remember 
a cartoon of Sam Hunter's appearing in the old Toronto World 
during the Boer War. It represented Paul Kruger behind a wire 
entanglement with a rifle in his hand, and he was made to say, 
“I place my trust in God and in the wire fences, but principally 
in the wire fences.” Well, you see we left too much to God and 
too little to the wire fences, which the Almighty had made 
available for our protection. Moreover, the wire fences, in the 
form of the Maginot Line, only extended half way, and the 
enemy, with cunning, cleverness, infinite pains and diabolical 
power, fell upon us and almost won a decisive victory. France 
fell, as innocent and unprepared countries had before her, and 
darkness descended on the earth. 
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The British navy, however, was still intact, and bravery and 
courage and indomitable will were still qualities of the British 
race. So the war did not end. Miraculously, it now seems, 
England withstood the onslaught of Germanic power. A battle 
so ferocious and so intense was waged in the air, that young men 
made undying history that England might live. Is it too much 
to add that with the saving of England, this continent also was 
saved? Whatever may happen in 1941, this we may now say, 
that Britain’s fortitude, her daring and superlative bravery, have 
won the admiration of the world, and have roused the con- 
science of mankind. 


So we enter the New Year chastened but unafraid, ready to 
make every sacrifice, and resolved to see this dreadful thing 
through. Moreover, our friends now understand the issue, and 
no longer stand by in comparative apathy and apparent un- 
concern. While it may be too much to expect victory in 1941, we 
believe there is every reason to face the future hopefully and 
with confidence. 


In modern warfare every citizen 1s a soldier, and where the 
front lines are near at home, as in Britain, every citizen shares 
the risk of injury and death. In another very real sense every 
citizen of the country plays a supremely important part in win- 
ning a war. Many must engage in industries directly related to 
the war effort, and those who are not so engaged must be fully 
occupied in their peace time work of production of food, and of 
capital as well as consumer goods, and in rendering essential 
services. From these sources alone, as well as from the stored 
wealth of the country and from the consistent savings of every 
citizen, can the war effort be maintained. 


Before enlarging on the subject of savings, 1 want to em- 
phasize the great part that the life insurance companies are 
playing, not only in furnishing the sinews of war for the govern- 
ment but in helping to maintain the financial stability of the 
country. It is not necessary to stress at an annual meeting of a 
life insurance company the essential service that life insurance 
companies render in providing protection, in meeting death 
losses, and in fulfilling the obligations under maturing policies. 
It was these objectives for which life insurance companies were 
originally formed, and it still remains their primary responsibility. 
I have frequently had occasion to remark for the benefit of many 
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who affect to oppose the capitalistic system, that while there тау 
at the present time be Ha that is wrong ın the working of the 
capitalistic system, nevertheless ıt has produced in the past and 
is still producing inestimable benefits for mankind. It is the 
responsibility of the insurance institutions in their various 
branches to help to make the capitalistic system workable, and 
I think we can say with respect to the life insurance branch alone 
that during the last hundred years it has made an invaluable 
contribution to that end. 


The staggering sums which the life insurance companies are 
paying in death claims alone each year constitute a silent testi- 
mony to the service that we render. Nor should we fail to call 
attention to the large sums paid out under policies at their 
maturity or prior thereto, as well as to the service which we 
render as trustees for beneficiaries, who receive periodic pay- 
ments for a limited number of years or, as is often the case, for 
their lifetime. In time of war, however, 1t is as custodians of 
policyholders’ money, that is made available for the purchase of 
government securities, that life insurance companies are particu- 
larly useful. 


In times like these the life insurance companies are liable to 
suffer, through confusion of thought as to what properly con- 
stitutes saving. While we are giving every support to the effort 
of the government to encourage the purchase of war savings 
certificates, and to the contribution on the part of the public to 
the war loans, we should like to point out that every dollar 
invested by a life insurance company in a government loan is 
just as valuable to the country as money directly invested by the 
individuals. Whatever may be said about other forms of spend- 
ing as affecting detrimentally the war effort, this should be kept 
constantly in mind, that life insurance premiums as such con- 
stitute savings, and are inherently as beneficial as any other 
forms of saving that are available for the war effort. 


I have referred to the life insurance business as a stabilizing 
business, and I should like once more to allude to the part that 
the life insurance companies played in the financial crisis of over 
ten years ago, in furnishing on demand by way of policy loans 
and cash values tremendous sums of money to their policyholders. 
The alleviating influence of this helped in a marked way in 
lessening the shock of what to a great many people would have 
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otherwise been stark tragedy. For the individual policyholder 
life insurance protection is indeed a very personal matter. It 
has been stated that over a hundred million people in United 
States, counting both policyholders and beneficiaries, have been 
affected by the benefits accruing under life insurance policies, and 
that the benefits actually paid or accrued to policyholders during 
the past year reached a total of about $2,700,000,000. Life 
insurance therefore represents a great socializing as well as a 
stabilizing force in the community. 


When we turn to the other side of the picture, we find that 
among companies holding slightly over 90% of the admitted 
assets of the United States life insurance companies, of total 
admitted assets at the end of 1940 of 30 billion dollars, over 5 
billion, 300 million dollars was held in mortgages, about 8 billion 
dollars in government bonds, 8 billion, 700 million ın other bonds 
and stocks, 2 billion, 700 million in policy loans, 1 billion, 800 
million in real estate, and the balance in collateral loans and cash. 
These astronomical sums give one, as nothing else can, a true 
conception of the magnitude of the business on this continent. 
Translated in terms of what they do for the nation at large, 
they take on new meaning and significance. 


I have endeavoured to point out that life insurance com- 
panies are really saving institutions. It is not the individual 
savings in themselves that mean a great deal, but the total of 
the individual savings that represents the potentiality of our 
war effort. We Canadians today are faced with a tremendous 
task, the ramifications of which are not clearly discernible, and 
yet the achievement of which is essential to our continued life 
as free men and women. We are engaged ın an all-out struggle 
for our way of life against the totalitarian countries. The prob- 
lem we face has no counterpart there. We must do by voluntary 
co-operation and united effort, what our enemies do by force of 
arms and regimentation, and we must learn to do it better and 
more efficiently. Our problem may be simply stated—to recruit, 
equip and maintain a fighting army commensurate with our 
stature as a nation, to produce war materials and supplies in 
ever increasing quantity, and to pay for our fighting forces and 
war production. Many of us feel deeply concerned because 
there seems to be so little that we personally can do, but there 
still remains for the individual a way of life and a manner of 
living that will both indirectly and directly contribute to the 
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country’s war effort. The actual dollars that the individual 
saves and invests, either through life insurance companies or 
directly in war savings certificates and war loans, not only help to 
finance the war itself but also assist in maintaining the purchasing 
power of the dollar, and in preventing or minimizing inflation. 


It requires no imagination to appreciate that Canada must 
provide her own dollars in order to maintain her air force, army 
and navy, and to produce the materials of war, as well as to pay 
for the services of administration in the country. These dollars 
can come from only four sources—(a) as a result of increased 
taxation, such as the national defence tax, income tax, corpora- 
tion taxes on excess profits, sales taxes, etc.; (b) through using 
the savings of individuals or institutions, such as life insurance 
companies, to lend money to the government; (c) the creation 
of new money, either by the use of printing presses or by direct 
borrowing from the bank; (d) through loans effected outside 
the country, as in United States. 


If it were possible to finance our war effort through taxation 
alone, we should indeed be in a happy position. Necessary аз ıt 
is, however, to obtain the maximum sum from this source, it is 
obviously impossible to finance the whole war in that way. Even 
though we should be able to borrow outside of Canada at the 
present time, it would still be undesirable to do so to any extent, 
because that would immediately bring upon us the problem of 
exchange. We have therefore recourse to the most sane means 
by which we can obtain money, and that is by borrowing from 
ourselves the amount needed in excess of that obtained through 
taxation. To the extent to which we can finance the war in this 
way, are we likely to ensure the least trouble for ourselves, if 
we realize as we should that we must maintain the dollar at a 
stable value. The creation of new money by adventitious means, 
such as through printing currency or borrowing from the char- 
tered banks, except against public deposits, is wholly inflationary, 
and in the end can lead only to disaster. Such a procedure if pursued 
to the limit could mean only one thing, that in time our dollar would 
become of little value. Whatever the immediate gain, there could 
be small advantage to the individual if in two years’ time he could 
buy only one-half what he can today with his dollar. Meantime 
our war costs would rise correspondingly and our debts, created at 
higher levels, would have to be repaid with both the wealth of the 
country and the confidence of the people at a low ebb. Inflation 
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of this kind means saving at the expense of the future, and results 
sooner or later in drastically reduced standards of living. 


To borrow outside of the country is in reality another form 
of inflation. We would obtain immediately a new supply of 
money, but we would also be undertaking to repay that money 
at some future date, and in the meantime we would have to pay 
interest on that money in a currency other than our own. This 
we have learned from past experience to be a tremendously 
expensive thing, and a source of great embarrassment. 


lt may be that we shall have to use two or more or all of 
these methods during the next few years, but for our own security 
and future happiness it is important that as large a proportion of 
our war dollars as possible be raised through taxation and borrow- 
ing from our own people. Your individual savings are essential 
to this result. Nor should it be overlooked that ıf voluntary 
savings are not made in sufficient quantity, some method of 
compulsory saving may be forced upon us. It is important to 
bear in mind that Canada must conserve its foreign exchange, 
and to do so we must not only deny ourselves non-essentials, but 
insofar as possible confine our purchases of essential things 
within the country itself. During pre-war years we purchased 
from the United States considerably more than we sold there, 
with the result that on balance we owed money to that country. 
At the same time we sold to Britain considerably more than we 
bought, with the result that on balance she owed us money. 
To pay our debt in United States we converted our sterling 
balance into United States dollars, paid off our debt, and used 
any balance to repatriate securities, thus reducing our foreign 
indebtedness on capital account. Since the war this situation 
has changed. Our exports to Britain have increased, and we are 
buying increasingly more war equipment from United States. 
Britain on balance owes us more money and on balance we owe 
United States more money, but we can no longer pay our debt 
to United States by converting sterling to United States dollars, 
because Britain needs control of every United States dollar she 
can get. So in order to pay for our imports from United States, 
we must use up our supply of United States dollars. It is the 
function of the Foreign Exchange Control Board to conserve 
as far as possible the United States dollar exchange. This ex- 
plains the reason for travel restrictions in United States, for 
special import taxes on non-essentials imported from that 
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country. It explains also the emphasis on “Buy Canadian,” 
“Buy British.” It should therefore be borne in mind that 
every dollar spent on Canadian goods stays in the country; 
every dollar spent on British Et gives Britain control over 
one more Canadian dollar which she can use to buy materials 
from us. On the other hand, every dollar spent in United States 
of a non-essential character means an equivalent amount less of 
essential imports and of war materials. Selective saving means, 
therefore, actual saving as well as spending within the country. 
We are in no way unfriendly to United States itself when we em- 
phasize the duty of Canadian citizens to confine their purchases 
in United States to goods that are required for war. purposes. 


Savings necessarily mean deferred consumption. While 
there is much to be said for putting every dollar in circulation 
in time of depression, there is conversely as much to be said for 
not spending unnecessarily or unwisely in time of great national 
need. We have industrial plants and equipment adequate to 
supply all our normal requirements; in fact, in excess of our 
normal requirements. But we have not sufficient capacity to 
produce the necessary war materials and supplies, and at the 
same time continue to turn out the normal volume of goods for 
our civilian requirements. As full employment is reached in 
Canada, further increases in war production may only be achieved 
at the expense of curtailed civilian production. Nor should it be 
overlooked that a habit of thrift inculcated in time of great 
national emergency, can itself make a vital contribution in pre- 

venting any important increase in the cost of consumer goods. 


Now that so many of our people are productively employed, 
and there is becoming progressively less unemployment, we find 
that there is a large section of the people who were previously 
denied the opportunity of buying, who now have the means to 
buy and great need for the goods they are purchasing. We have 
heard considerable criticism of the unwise spending of this class 
of our people. No one at any time should condone sheer thrift- 

_Jessness. At the same time we must remember that those who 
have had a mere subsistence, and hardly that, for years, and who 
in many cases have been wards either of charity or of the state, 
are entitled to a better standard of living than they have enjoyed. 
Furthermore, to the extent to which their living standard will be 
raised to that of others who have been more privileged, will they 
become better citizens and be able to make their contribution to 
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the war effort. While we should enjoin on all the sacred privilege 
of self-denial, we must ask ıt eh more from those who have 
enjoyed life to the full in the past, than from the less fortunate to 
whom life has been so sparing. 


Life insurance itself takes on a deeper meaning when we 
consider the special part it must play in times like the present. 
In a real sense the premiums represent the savings of the people, 
and as in the case of other saving defer consumption on their 
part. The dollars collected in premiums by life insurance com- 
panies are fighting side by side with the tax dollar, the war sav- 
ings certificate dollar, and the war loan dollar. But they serve 
doubly, because they are a bulwark of protection to you, as well 
as to the nation at large. Increases in life insurance assets at 
this time go mainly to the support of our war effort, through 
purchase of government bonds, and the balance is used to main- 
tain our existing financial fabric, as well as to meet legitimate 
demands from industry and prospective home owners. 


I have already referred to inflation as a species of saving at 
the expense of the future, and as something which could only 
end disastrously for everybody. That was certainly the experi- 
ence during the last war of the countries that attempted to finance 
through inflationary methods. Profiting by the experience of the 
past, the governments of the world, and particularly those not in 
the Axis group, are endeavouring in every way possible to 
stabilize the cost of living, and to prevent any great advance in 
index prices. Generally speaking, it may be said as far as this 
continent is concerned, that ıf the price of consumer goods can 
be maintained at about the level of 1926, a fair economic relation- 
ship among the various classes of the country will have been 
established. Owing to causes that have been largely outside 
the control of our governments, prices of farm products have 
declined relatively to a much greater extent than prices of other 
goods. This unfortunately has affected both the standard of 
living and the purchasing power of the farmers. It is believed 
that without resort to unorthodox financing, a moderate increase 
in index prices will tend to restore the economic prosperity of the 
farming community in relation to those who live in urban com- 
munities. It is inevitable, furthermore, that notwithstanding 
the steps that are being taken to minimize as far as possible the 
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natural increase in costs resulting from supply and demand, there 
will be a moderate increase in the price of primary as well as of 
secondary goods of consumption. 


The governments today have controls that they did not 
possess at the time of the last war, and we believe that it is the 
definite policy of our governments to use these controls to prevent 
any marked inflation. While we are of the opinion that no harm 
will come—and in fact a good deal of good may ассгие— гота 
prices being stabilized at a somewhat higher level than they are 
at the present time, we believe that the kind of inflation that is 
feared by so many people can and will be prevented. We men- 
tion this because a number of people today say— ‘What is the 
use of investing in life insurance or in government bonds, when 
money may be worth so little a few years hence?” Our answer 
is that we do not believe that that will be true, but that money 
will be worth about as much, if not as much, as it is today, and 
furthermore that even if there is a degree of inflation those who 
have life insurance and government bonds will be still better 
off than those who have unwisely dissipated their money and 
have nothing to show for it in the end. Economists have gen- 
erally come to the conclusion that there is no real hedge against 
inflation if inflation is going to occur. Probably the only one 
who can escape it is the one who can transplant himself, as well 
as his wealth, physically to some country that is wiser than his own. 


Some also argue that equities will have a greater value than 
life insurance or government bonds. In answer to this, I should 
like to point out that if the need comes to impose inflationary 
measures on the people and in that way take away their wealth, 
the government would have the power to tax, and through 
taxation equities would suffer as much as, if not more than, other 
forms of wealth. We may well be resigned, both during the war 
and for a long time after the war, to heavy taxes, and it would 
be an ingenious man indeed who could discover how to avoid them. 


In my address last year I spoke specifically to our policy- 
holders in United States, whom I referred to as partners in our 
business. Recent events have drawn us very close to our friends 
on the other side of the line. I do not think I shall be violating 
the rules of neutrality (because we are a United States company 
as well as a Canadian company) when I say that I hope and 
believe that most of our policyholders in United States consider 
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that we are engaged in a just war. Furthermore, I do not believe 
that any of them seriously think that the Company’s financial 
position is imperiled as a result of our investments in Canadian 
securities. If there be any doubt, however, on the part of any 
person not resident in Canada, and particularly of any person 
living in United States, as to the safety of their contracts, let me 
assure them that for every dollar of liability to United States 
policyholders, we have more than a dollar of assets held in trust 
for their protection in United States and these assets are sub- 
stantially in the form of American debtor securities. During 
1940, the affairs of our Company were examined as a matter of 
routine by the Department of Insurance from the State of 
Michigan, just as they are examined periodically by the Dominion 
Insurance Department. These examiners are able, experienced 
and have a high sense of honour. Our United States policyholders 
will therefore be pleased to know that not only are the affairs of 
the Company exactly as represented, but that as policyholders 
they have the benefit of the protection afforded by a dual system 
of examination. We might observe also that the great insurance 
journals of United States have always placed the North American 
Life among the highest ranking companies doing business on 


this continent. 


In the year 1941, the Company will celebrate its sixtieth 
anniversary. It commenced to do business in 1881 under the 
Presidency of Hon. Alexander Mackenzie—one of the greatest 
as well as one of the most highly esteemed men of his time in 
Canada, and a former Prime Minister. Mr. William McCabe, 
F.LA., was Managing Director. Amongst those associated in 
the foundation of the Company were leaders in public life of the 
time, such as Hon. George Brown, Sir William Meredith, Sir 
Oliver Mowat, Hon. Edward Blake, Hon. Alexander Morris, 
Senator Robert Jaffray, Larratt W. Smith, George Paxton Young, 
Sir Frank Smith and Hon. D. A. McDonald. The following 
table shows the progress of the Company in twenty year periods: 


Payments to 


. Policyholders 
New Assurance Total Insurance Premium and 
Assets Issued in Force Income Beneficiaries 


1900 $ 3,977,264 $ 4,215,000 $ 25,575,142 $ 822,929 $ 304,679 
1920 20,041 ,883 24,909,911 99,600,473 3,349,147 2,902,260 
1940 67,969,282 27,133,409 248,050,157 8,073,791 6,028,063 
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As stated, Hon. Alexander Mackenzie was the first President, 
and occupied the position from 1881 to 1893. Succeeding him 
were John L. Blaikie from 1893 to 1912, Edward Gurney 1912 to 
1916, L. Goldman 1916 to 1926, W. B. Taylor 1926 to 1928, 
Thomas Bradshaw 1928 to 1939. As one who entered the service 
of the Company in 1900, I realize that I have been with it during 
by far the most important part of its history. 1 have seen, for 
instance, 165 assets multiply over twenty times, the new insurance 
issued multiply seven times, the total insurance in force multiply 
ten times, the premium income ten times, and the payments to 
policyholders twenty times. In the same period of time the 
population of Canada has doubled, so that the life insurance 
business in Canada, as reflected by the progress of our own Com- 
pany as well as that of other companies, has made advances far 
in excess of the increase in the population. 


There is no doubt a good deal with which one might find 
fault in the business, just as in every other business, but from an 
intimate acquaintance with the men engaged in it during the 
last forty years, both here and to a considerable extent in United 
States, I believe that the leaders have been upright and able, and 
have been devoted to the service of their policyholders. No 
business in its conduct is wholly exemplary, but 1 doubt that any 
other business can show on the whole, better management or 
fewer failures. In Canada, we still maintain the proud boast 
that no life insurance company has failed to meet any of its 
contractual obligations. 


Without enlarging much further on the history of our own 
Company, 1 should like in particular to allude to one thing that is 
of special significance, and that is the mutualization which 
occurred in 1931. The chief credit for this achievement must be 
given to Mr. Bradshaw, then President of the Company. Mr. 
Bradshaw, as you know, entered business in his early teens as a 
clerk of North American Life Assurance Company. He applied 
himself so thoroughly to work and study that he became in a 
comparatively short time not only a very efficient officer of the 
Company, but a well educated and widely read man. In fact, 
he was the third man in Canada to achieve the distinction of 
passing the examinations for the Fellowship of the British 
Institute of Actuaries. His subsequent career from the time he 
left the Company to join the service of another life insurance 
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company, until his return as President ın 1928, is known to most 
of you. No man in Canadian business life was more highly 
respected or better loved. 


In closing, I wish to thank our Chairman of the Board, Mr. 
Rolph, our Vice-Presidents, Mr. Mitchell and Mr. Burton, and 
our Directors, for the great interest they have shown in the 
Company and the assistance which they have given in the 
direction of its affairs. I wish also to thank the officers and staff, 
and particularly our representatives in the field, for their part ın 
contributing to the success of the Company’s operations during 
the past year. It has been our misfortune to lose many of our 
ablest men, both in the Field and at Head Office, to the service 
of the country. We are proud of every one of them, and know 
that they will give a good account of themselves. We sincerely 
trust that by the time another year has passed, the clouds of 
uncertainty will have rolled by, and the clear sun of a better day 
will shine bravelyffor us all. 
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